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,W LV WR&3'¶VFUHGLWDVD WKLQNWDQNWKDW WKLVUHSRUWDOVR LGHQWL¿HV LGHDV
DERXWKRZ LPSURYHPHQWV FRXOGEHPDGH DV RSSRVHG WR MXVWGHVFULELQJ






VHFWRU SHUIRUPDQFH PDQDJHPHQW V\VWHPV HQG XS UHZDUGLQJ UHODWLYHO\




WKH FRPPXQLW\ DQG SXEOLF DGPLQLVWUDWRUV ZLWK HDFK JURXS SHUFHLYLQJ
WKHLUDFWLRQVWREHUHDVRQDEOH,IWKHFRPPXQLW\UHIXVHVWRDFFHSWDQ\ULVNWKHQSROLWLFLDQVZLOO
UHVSRQGWRWKRVHGHPDQGV,ISXEOLFVHFWRUSHUIRUPDQFHPDQDJHPHQWEHFRPHVRYHUO\HQJLQHHUHG
 dogmatic belief in the 
relative efficiency or 
inefficiency of the public 
or private sectors are poor 
substitutes for evidence and 
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 The results of strategic 
public sector reform can be 
vastly more significant than 
a few input savings. Previous 
waves of strategic public 
sector reform in Australia 
have increased national 




























&KDSWHUDQXSGDWHGYHUVLRQRIWKHBang  for  our  bucksUHSRUWH[DPLQHVWKHHYLGHQFHRIWKH
HI¿FLHQF\ RI $XVWUDOLD¶V SXEOLF VHFWRU2 ,W FRPSDUHV WKH $XVWUDOLDQ SXEOLF VHFWRUZLWK WKRVH LQ

































» /HDGLQJ WKH FRQVWUXFWLRQ RI WKH1DWLRQDO%URDGEDQG1HWZRUN 1%1 DV DOO WKHPDMRU
SDUWLHVKDYHDFFHSWHGLVDMREEHVWGRQHE\JRYHUQPHQW
















,QQRYDWLRQ LV FULWLFDO IRU HI¿FLHQF\ LQ DQ\ RUJDQLVDWLRQ VLQFH FKDQJHV WR DGRSWPRUH HI¿FLHQW




VXSSRUW LV YHU\ LPSRUWDQW 7ZR VLJQL¿FDQW EDUULHUV WR SXEOLF VHFWRU LQQRYDWLRQ DUH DQ RYHUO\

































» $Q LQWHJUDWHG QDWLRQDO SODQ WKDW EURDGO\ RXWOLQHV WKH SROLFLHV JRYHUQPHQW SURJUDPV
DQG H[WHUQDO SDUWQHUVKLSV QHHGHG WR DFKLHYH LWV REMHFWLYHV DORQJZLWKPRQLWRULQJ DQG
HYDOXDWLRQPHFKDQLVPV











   I  respect  the  professionalism  of  the  public  service.  In  the  longer  term,  though,  we  
KDYHWRUHO\OHVVRQEXUHDXFUDWVDQGSXWPRUHWUXVWLQWKHFRPPRQVHQVHRIWKH
$XVWUDOLDQSHRSOH:HQHHGVPDOOHUPRUHHI¿FLHQWJRYHUQPHQW
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Mathias Cormann, Liberal Party of Australia7
   7KHHI¿FLHQF\GLYLGHQGLVQRZVHULRXVO\LPSDFWLQJRQWKHJRYHUQPHQW¶V
DELOLW\WRGHOLYHUVHUYLFHV
Christine Milne, Australian Greens Party6
   ,W¶VQRWµHI¿FLHQF\¶WRGHIDXOWRQ\RXUVRFLDOREOLJDWLRQV,W¶VQRWµZDVWH¶WRWUHDW
\RXUSHRSOHZLWKUHVSHFW
Kim Carr, Australian Labor Party8
   [We   are]   committed   to   maintaining   public   service   jobs   at   levels  
VXI¿FLHQW WR HQVXUH WKH HI¿FLHQW DQG HIIHFWLYH PDLQWHQDQFH RI
*RYHUQPHQWVHUYLFHGHOLYHU\
Bill Shorten, Australian Labor Party5
 :HZDQWWR¿QGEHWWHUHI¿FLHQFLHVLQWKHSXEOLFVHFWRUVWDI¿QJOHYHOVVRWKDWZHFDQ
LQFUHDVHIURQWOLQHVHUYLFHV









Paul Fletcher, Liberal Party of Australia11
 7KHHI¿FLHQF\RIWKHSXEOLFV\VWHPLVDERXWKDOIRIWKDWRIWKH
SULYDWHV\VWHP
Peter Lindsay, Liberal Party of Australia15
   7KURXJKWKHHI¿FLHQF\GLYLGHQGWKH3XEOLF6HUYLFHLVWUHDWHGOLNHQRRWKHUDJHQF\RU
EXVLQHVVLQWKDWWKH\DUHFRQWLQXDOO\UHTXLUHGWRSD\EHWZHHQSHUFHQWDQGWKUHH
per  cent  of  their  annual  running  costs  back  to  the  government  in  the  form  of  savings.
Stephen Jones, Australian Labor Party12
 :HKDYHVHHQIRUVRPHWLPHSXEOLFVHUYLFHVHYHU\ZKHUHEHLQJVXEMHFWHGWRKLJKHU
OHYHOVRIVFUXWLQ\DQGFULWLFLVPDQGJUHDWHUH[SHFWDWLRQVRIHI¿FLHQF\VHUYLFHDQG
responsiveness  to  governments  and  the  public  at  large.




WKDWPHPEHUVRIWKLV+RXVHZRXOGODUJHO\DJUHHZLWKWKHP Jamie Briggs, Liberal Party of Australia13
   $PRGHUQ FRQWHPSRUDU\ HPSOR\PHQW IUDPHZRUN ZLOO DOORZ JUHDWHU DJLOLW\
DQGUHVSRQVLYHQHVVE\WKH$36WRWKHFRPPXQLW\DQGWRWKHJRYHUQPHQW,WZLOO
UHVXOWLQJUHDWHUHI¿FLHQF\DQGPRUHHIIHFWLYHXVHRI&RPPRQZHDOWKUHVRXUFHV




































WKHPRQH\ DQG SURYLGLQJ WKH VHUYLFHV DUH GRQH E\ WKH SXEOLF VHFWRU WKDW LV SXEOLF VHUYDQWV










RSLQLRQVRQ WKH WRSLFDV WKH LQWURGXFWRU\TXRWHV WR WKLVFKDSWHU LOOXVWUDWH8QIRUWXQDWHO\ WKH
ZRUG µHI¿FLHQF\¶ LVRIWHQPLVXQGHUVWRRGRUPLVXVHG OHDGLQJ WRGHFLVLRQV WKDW FDXVHZDVWH ,Q
RXUGD\WRGD\OLYHVDOORIXVKDYHH[SHULHQFHGVLPLODUµIDOVHHFRQRPLHV¶GHFLVLRQVLQWHQGHGWR
VDYHWLPHRUPRQH\WKDWHQGXSFRVWLQJPRUHWKDQWKH\VDYHEX\LQJDFKHDSFDUSDUWWKDWKDV
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LQDSSURSULDWHSULYDWLVDWLRQRURXWVRXUFLQJ









Inappropriate  privatisation  or  outsourcing:$UDQJHRIGLIIHUHQWWHUPVKDYHEHHQXVHG
WRGHVFULEHWKHVHDFWLRQVDQGWKHUH LVQR µFRUUHFW¶GH¿QLWLRQEXW LW LV LPSRUWDQW WREHFOHDURQ
WKHPHDQLQJVRIWKHWHUPVDVXVHGLQWKLVUHSRUW23+HUHµSULYDWLVDWLRQ¶UHIHUVWRWKHJRYHUQPHQW
VHOOLQJDSK\VLFDO DVVHWRU DQRUJDQLVDWLRQDQG µRXWVRXUFLQJ¶ UHIHUV WRSD\LQJD FRUSRUDWLRQRU
RWKHURUJDQLVDWLRQWRXQGHUWDNHDVHUYLFHWKDWZDVSUHYLRXVO\SURYLGHG
GLUHFWO\ E\ WKH JRYHUQPHQW 7KHUH DUH LPSRUWDQW GLIIHUHQFHV EHWZHHQ

















 To be clear, this is not an 
argument that outsourcing, 
privatisation, cutting spending 
or finding savings in the 
public sector are necessarily 










Three kinds of efficiency










SURYLGH LWHPVDQGVHUYLFHVRI WKHKLJKHVW WRWDOYDOXH9DOXH LVRIWHQ WKRXJKWRIDV WKHDPRXQW
RIPRQH\VRPHRQH LVZLOOLQJ WRSD\EXW WKLV LVQRWDOZD\V UHOLDEOH IRUDOO FLUFXPVWDQFHV$OVR








ZD\VRI RSHUDWLQJDQGQHZZD\VRI WKLQNLQJDUH DEOH WREHXVHG6DYLQJ
WLPHDQGSHWUROE\ZRUNLQJIURPKRPHRUXVLQJHOHFWURQLFSDSHULQVWHDG
RISULQWLQJFDQEHH[DPSOHVRILQFUHDVLQJG\QDPLFHI¿FLHQF\7KLVNLQG
RI HI¿FLHQF\ LV LQPDQ\ZD\V WKH OHDVW XQGHUVWRRG:KLOH WHFKQLFDO DQG









» '\QDPLF HI¿FLHQF\ $WWHQGLQJ WR WUDQVSRUW QHHGV DV RSSRUWXQLWLHV RU QHHGV FKDQJH
RYHUWLPH7KDWPD\PHDQWDNLQJRQQHZPRGHVVXFKDVKLJKVSHHGUDLO
 Rejecting efficiency 
offhand is just as 
significant a mistake as 
pursuing a biased perception 
of efficiency.  
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7KHEOLQGSXUVXLWRI WHFKQLFDOHI¿FLHQF\ LVTXLWHRIWHQGLVDVWURXV IRUFRPSDQLHV LI WKH\GRQRW
UHFRJQLVH WKHVH LVVXHV LQ WKHLURZQ LQYHVWPHQWSODQVEHFDXVHFRPSHWLWRUV VRRQGHVWUR\ WKHP
DV WKHLUSURGXFWVRUPHWKRGVEHFRPHRXWGDWHG$QH[DPSOHZDV.RGDN FRQWLQXLQJ WR UHOHDVH
QHZ¿OPFDPHUDVWKDWPD\KDYHEHHQWHFKQLFDOO\PRUHHI¿FLHQWEXWIDLOLQJWRLQYHVWLQG\QDPLF
HI¿FLHQF\E\GHYHORSLQJGLJLWDOFDPHUDV,WLVHTXDOO\GLVDVWURXVDQGVRPHWLPHVPRUHVRLISXEOLF
VHUYLFHV DUHQRW UXQZLWK WKH VDPHH\H WR DOO WKUHH W\SHV RI HI¿FLHQF\+RZGDPDJLQJ LV LW WR
RYHUDOOHI¿FLHQF\LIRXUGHIHQFHHTXLSPHQWLVWKHZURQJW\SHIRUFKDQJLQJQHHGVLIRXUVFKRROVDUH
XVLQJWKHZURQJPRGHOVRIHGXFDWLRQRULIRXUSD\PHQWVV\VWHPLVXVLQJRXWGDWHGWHFKQRORJ\"
0LVXQGHUVWDQGLQJV RI WKHVH WKUHH NLQGV RI HI¿FLHQFLHV DQG WKHLU LQWHUDFWLRQV OHDG WR WKH WZR
HUURUVOLVWHGDERYH
Inappropriate cuts and misunderstanding efficiency
0RVWRIWKHGLVFXVVLRQVRISXEOLFVHFWRUHI¿FLHQF\DUHFRQFHUQHGZLWKWHFKQLFDOHI¿FLHQF\3KUDVHV







SURYLGHG ZLOO QRW EH DIIHFWHG 7KH FXWV DUH XVXDOO\PHDVXUHG LQ GHWDLO DQG JHW VWURQJPHGLD
DWWHQWLRQ EXW WKH VHUYLFHV DUH QRW VRZHOOPHDVXUHG'HFUHDVHV LQ WKH TXDOLW\ RU DFFHVVLELOLW\
RI WKHVHUYLFHVDUHQRWDVQRWLFHDEOH2SSRUWXQLWLHV ORVW LQWKH IXWXUHDUHDOVRXQUHFRJQLVHGRU
XQGHUYDOXHGXQWLOZHJHW WKHUHDQGZRQGHUZK\RXUSHUIRUPDQFHKDV VOLSSHGEHKLQG WKDWRI
RWKHUFRXQWULHVRUZK\FULWLFDOQHHGVZHUHQRWDQWLFLSDWHGDQGPHW
$ ODUJHSDUW RI WKH UHDVRQ IRU WKH IRFXV RQ LQSXWV LV WKDW WKH\ DUH UHODWLYHO\ HDV\ WRPHDVXUH
7KH\FDQEHH[SUHVVHGDVGROODUVLQDEXGJHW2XWFRPHVLQWKHSURYLVLRQRISXEOLFVHUYLFHVDUH
JHQHUDOO\ OHVV HDVLO\PHDVXUHG7KLV LV WKH FDVHEHFDXVHXQOLNHPDQ\RWKHUPDUNHWV LQZKLFK
DVWUDLJKWIRUZDUGPHDVXUHRISUR¿WFDQEHDSSOLHGWKHLUYDOXHLVEDVHGRQDUDQJHRIGLIIHUHQW
IDFWRUVPDQ\RIZKLFKDUHGLI¿FXOW WRSULFHGLUHFWO\3XEOLF VHUYLFHVRIWHQFDQQRWEH UHJDUGHG
DVDVLPSOHGLVFUHWHµSURGXFW¶EHFDXVHWKHLUREMHFWLYHVDUHXVXDOO\FRPSOH[)RUH[DPSOHDQDLP
RISURPRWLQJORFDOHFRQRPLFJURZWKLVFRPSOH[EHFDXVHJURZWKFDQEHPHDVXUHGLQDQXPEHU























FDVHV UDSLGO\ H[FHHGHGE\ WKH FRVWV RI LQFUHDVHG VDODULHV DQG WUDLQLQJ WLPH
DVZHOODVWKHORZHUHGSURGXFWLYLW\IURPUHGXFHGH[SHULHQFHDQGPRWLYDWLRQ
7KLVZRXOGEHFOHDUO\VHHQLIGRQHE\FRPSDQLHVSURGXFLQJVWDQGDUGJRRGVDQG





























  lack of attention to 
outputs means that the 
reduction in services may 
be greater than the cuts 





DSULYDWH FRPSDQ\ ORZFRVWSXEOLF WUDQVSRUW LV DSXEOLF VHUYLFHXOWLPDWHO\ UHVXOWLQJ IURP
JRYHUQPHQW IXQGV ,W LV QRW JHQHUDOO\ DSSUHFLDWHG WKDW VXEVWDQWLDO EHQH¿WV DFFUXH IURP




DUJXPHQW WKDW WKH FXUUHQW IDUH DQG VXEVLG\ OHYHOV DUH QHFHVVDULO\ LGHDO 7KHUH LV D JUHDW





























RI UHODWLYHO\FOHDUURXWHV+RZHYHU WKHH[WHQW WRZKLFKDGDSWDWLRQRFFXUVPD\EH OLPLWHG
DQGRFFXUYHU\VORZO\DQGVXFKDGDSWDWLRQVWKDWPLJKWRFFXULQYROYHWKHLURZQFRVWVDQG
EHQH¿WV9HU\ IHZSHRSOHFDQFKDQJH MREVRUKRPHVTXLFNO\DQGPDQ\ZLOOQRWJR WR WKH
HIIRUWLQYROYHG
BOX 1.1:   Removing  public  transport  subsidies  can  be  a  waste  of  time    










WRQQH+HDOWK FRVWV IURP RWKHU HPLVVLRQV HVWLPDWHG DW 
PLOOLRQD\HDUDUHDOVRDYRLGHG7KHVHH[WHUQDOEHQH¿WVDUHLQDGGLWLRQ















DUH JUHDWHU WKDQ WKH VXEVLGLHV ZKLFK GHPRQVWUDWH KRZ JRYHUQPHQW VXEVLGLHV RI SXEOLF
WUDQVSRUWFDQGHOLYHULPSRUWDQWDGYDQWDJHV
 the benefits of public 
transport are greater  
than the subsidies 
Inappropriate privatisation or outsourcing and misunderstanding efficiency
2XWVRXUFLQJ DQG SULYDWLVDWLRQ VFKHPHV DUH IUHTXHQWO\ XQGHUWDNHQ ZLWK WKH VWDWHG LQWHQWLRQ
















7KH WRXJK DQG LQYLVLEOH KDQGRI WKHPDUNHW DFFRUGLQJ WR WKLVPRGHO HQVXUHV ERWK DOORFDWLYH




PDQ\FDVHVWKHFRVWVRI µPDUNHW IDLOXUH¶ WRXVHWKHFRQYHQWLRQDOHFRQRPLFWHUPDUHVXFKWKDW

























Alternative  means  of  competing
$VPHQWLRQHG DERYHPDUNHWV FDQ GULYH WHFKQLFDO HI¿FLHQF\ LQ WKDW WKH\ LQYROYH FRPSHWLWLRQ





























SROLFLHV DUH FUDIWHG ZLWKRXW SURSHU FRQVLGHUDWLRQ RI SUDFWLFDO FRQVWUDLQWV RU ZLWK LQDGHTXDWH
NQRZOHGJH RI LQQRYDWLRQV LQ GHOLYHU\ WKDW RSHQ XS SROLF\ RSWLRQV31 6RPH GHSDUWPHQWV KDYH
UHDFKHGWKHSRLQWWKDWWKH\PXVWWXUQWRFRQWUDFWRUVHYHQIRUWKHVPDOOHVWWDVNVWKDWPLQLVWHUV




Loss  of  economies  of  scale
0DQ\ ¿HOGV RI SXEOLF DFWLYLW\ LQYROYH QHWZRUNV DQG VFDOH HI¿FLHQFLHV 7KHVH RIWHQ DUH PRVW
HI¿FLHQWO\GHOLYHUHGDVVLQJOHSXEOLFV\VWHPV$QH[DPSOHPD\EHWKHPXFKORZHUDGPLQLVWUDWLYH



















 The private sector 
is not inherently more 
efficient than the public 
sector in the delivery  
of public services. 
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BOX 1.2:    A  clear  need  for  government  leadership    






WKH WLPLQJ RI HFRQRPLF UHWXUQV QHHG IRU FRQVLVWHQF\ LQ UROORXW DQG DYRLGLQJ GXSOLFDWHG
QHWZRUNVSXEOLF VHFWRU OHDGHUVKLS LVYLWDO WRVHWWOLQJNH\REMHFWLYHV
DQGVWDQGDUGVRIGHOLYHU\
7KH PRVW VLJQL¿FDQW SUREOHP IRU SULYDWH VHFWRU OHDGHUVKLS LQ
FRQVWUXFWLQJ DQ 1%1 LV WKH XQFHUWDLQW\ RI WKH WLPLQJ RI HFRQRPLF









$QRWKHU SUREOHP LV ZLWK FRQVLVWHQF\ DQG UHOLDELOLW\ ,W ZRXOG EH
H[WUHPHO\GLI¿FXOW WR¿QGDSULYDWH FRPSDQ\ELJ HQRXJK WR WDNHRQ
WKHHQWLUHWDVNRIUROOLQJRXWD1%1DQGHYHQLI WKDWZHUHSRVVLEOH
LW ZRXOG FUHDWH D PRQRSRO\ DQG UHPRYH DQ\ SRVVLEOH EHQH¿WV
RI SULYDWH VHFWRU FRPSHWLWLRQ ,I D QHWZRUN LV EXLOW E\ D YDULHW\
RI RUJDQLVDWLRQV WKHUH ZLOO EH GLIIHUHQFHV LQ WKH NLQG RI QHWZRUN
LQVWDOOHGDQGWKHZD\LWLVVHWXSLQGLIIHUHQWDUHDV7KLVZLOOFRQVWUDLQWKHZD\LQZKLFKWKH
QHWZRUNFDQEHXVHG)RUH[DPSOHDQRUJDQLVDWLRQPD\ZLVKWRLQYHVWLQKLJKTXDOLW\YLGHR
FRQIHUHQFLQJEHFDXVH RI WKH VDYLQJV WKDW FDQEHPDGHE\KDYLQJ HPSOR\HHV WHOHFRPPXWH
+RZHYHU LI LW LV XQFHUWDLQ WKDW DOO HPSOR\HHV ZLOO EH DEOH WR XVH WKH V\VWHP VXFFHVVIXOO\
IURPKRPHGHSHQGLQJRQZKHUHWKH\OLYHWKHQWKHLQYHVWPHQWZLOOOLNHO\QRWEHPDGH7KH
FRQVLVWHQF\ LQYROYHVDQXPEHURI IDFWRUVQRW MXVW WKHVSHHGEXWDVSHFWVVXFKDV LWV µMLWWHU¶
WHQGHQF\ WRKDYH VORZSHULRGVDQGEXUVWVRI VSHHGDQG µODWHQF\¶ GHOD\ LQ WUDQVPLVVLRQ
,QFRQVLVWHQFLHVLQWKHVHUHVSHFWVFDQPDNHFRPPXQLFDWLRQPXFKOHVVLQWHOOLJLEOHDQGFDXVH
GDWD ORVVHV $ JRYHUQPHQWGULYHQ QDWLRQDO UROORXW ZLWK D JXDUDQWHH RI FHUWDLQPLQLPXP
VWDQGDUGV JLYHV D FRQVLVWHQF\ WKDW EURDGHQV WKH SRWHQWLDO DSSOLFDWLRQV RI WKH QHWZRUN
,QFRQVLVWHQF\DQGXQUHOLDELOLW\DUHRISDUWLFXODUFRQFHUQIRUUXUDOFRPPXQLWLHVVLQFHLWLVLQ
WKHVHVPDOOHUPDUNHWVZKHUHUHGXFHGLQFHQWLYHVIRUSULYDWHLQYHVWPHQWPDNHWKHVHSUREOHPV
PRUH OLNHO\7KHVHSUREOHPVDUHDGLVLQFHQWLYH IRUEXVLQHVVHV WRRSHUDWH LQ UXUDO DUHDV ,I
DOHYHORIFRQVLVWHQF\LVJXDUDQWHHGQRWRQO\GRUXUDODUHDVEHQH¿WEXWDUJXDEO\VWUDLQRQ
FDSLWDOFLWLHVLVUHGXFHG
$ IXUWKHUSUREOHP LV WKH OLNHOLKRRG WKDW FRPSHWLQJQHWZRUNVPD\EHEXLOW DORQJVLGH HDFK
RWKHU$QH[DPSOHRIWKLVLVWKHQHHGOHVVGXSOLFDWLRQLQYROYHGLQKDYLQJVHSDUDWH2SWXVDQG
 across the spectrum of 
politics, regardless  
of beliefs about big or small 
government, there is broad 
agreement that leadership 
of the construction of 
Australia’s next significant 




7HOVWUDPRELOH SKRQH WRZHU QHWZRUNV 7KLV OHDGV WRPDQ\ DUHDV KDYLQJ WZR WRZHUVZKHQ
RQO\RQHZRXOGEHUHTXLUHGIRUWKHQXPEHURIPRELOHSKRQHVLQWKHDUHDZKLOHRWKHUDUHDV
PLVVRXW1RWRQO\ LVEXLOGLQJGXSOLFDWHQHWZRUNVDZDVWHRI UHVRXUFHV WKHFRVWVRIZKLFK
DUHODUJHO\SDVVHGRQWRFRQVXPHUVWKURXJKKLJKHUFKDUJHVEXWLWFDQFDXVHQXPHURXVRWKHU
LQHI¿FLHQFLHV)RUH[DPSOHERWK7HOVWUDDQG2SWXVRIIHUµFDEOHLQWHUQHW¶FRQQHFWLRQVZKLFK





RUOHVV EHHQ DFFHSWHG E\ DOO PDMRU SROLWLFDO SDUWLHV 0RVW RI WKH PHGLD GHEDWH RQ 1%1
SROLFLHV GXULQJ WKH  )HGHUDO (OHFWLRQ IRFXVHG RQZKHWKHU WKHUHZDV D IDOVH HFRQRP\
LQ WKH&RDOLWLRQ¶V1%1SODQRI UROOLQJRXW¿EUHRSWLF FDEOH WR µQRGHV¶ IRUPRVW VWUHHWVDQG
FRQQHFWLQJWRWKHH[LVWLQJFRSSHUQHWZRUNIURPWKHUHUDWKHUWKDQFRQQHFWLQJ¿EUHGLUHFWO\
WR DOPRVW   HYHU\ KRXVH XQGHU /DERU¶V SODQ /HVV FRPPRQO\ GLVFXVVHG LV WKH &RDOLWLRQ¶V
DFFHSWDQFH WKDW $XVWUDOLD VKRXOG KDYH DQ 1%1 DQG WKDW WKH SULPDU\ UHVSRQVLELOLW\ IRU
SURYLGLQJLWPXVWOLHZLWKJRYHUQPHQW357KLVSRVLWLRQKDVEHHQPDLQWDLQHGVLQFHWKHHOHFWLRQ











7KHUH LV DQRWKHU IDFWRU WKDW DSSOLHV WRERWKRI WKH HUURUVGLVFXVVHG DERYH LQDSSURSULDWH FXWV
DQG LQDSSURSULDWH SULYDWLVDWLRQV RU RXWVRXUFLQJ DQG WKDW LV JRYHUQPHQWV JLYLQJ LQVXI¿FLHQW
FRQVLGHUDWLRQWRWZRFRQFHSWVWKDWDUHUHODWHGWRHI¿FLHQF\HIIHFWLYHQHVVDQGHTXLW\7KHVHWZR
FRQFHSWV UHÀHFW WKH H[SHFWDWLRQ WKDW WKH SXEOLF VHFWRU VHUYHV WKHZLGHU HFRQRP\ DQG VRFLHW\
&RQVLGHUDWLRQRIHI¿FLHQF\QHHGVWRWDNHWKLVLQWRDFFRXQW
$ JRRGGH¿QLWLRQ RIeffectiveness LV WKH UHODWLRQVKLS EHWZHHQSXUSRVH DQG UHVXOWV ,Q RWKHU
ZRUGVDQDFWLRQXQGHUWDNHQE\WKHSXEOLFVHUYLFHRUDSXEOLFVHFWRURUJDQLVDWLRQLVHIIHFWLYHLI










 two concepts that are 
related to efficiency: 
effectiveness and equity… 
reflect the expectation  
that the public sector 
serves the wider  
economy and society  
VLPLODU RXWFRPHV UHVXOWLQJ IURP VHUYLFH XVH )RU H[DPSOH D YDFFLQDWLRQ






IRU WKRVH LQ UHPRWH DQG UXUDO DUHDV LQWHUJHQHUDWLRQDO HTXLW\ DQG VRFLDO
GLPHQVLRQVVXFKDVJHQGHUHTXLW\













,QSUDFWLFH LW FDQEH YHU\GLI¿FXOW WR HVWDEOLVK WKH FRQQHFWLRQVEHWZHHQ LQSXWV DQGRXWFRPHV




7KH)HGHUDO*RYHUQPHQW¶V VWLPXOXVSDFNDJH LQ UHVSRQVH WR WKH*OREDO)LQDQFLDO&ULVLV *)&
SURYLGHVDJRRGH[DPSOHRIZK\WKHSXEOLFVHUYLFH¶VZLGHUUROHQHHGVWREHWDNHQLQWRDFFRXQW
ZKHQDVVHVVLQJLWVHI¿FLHQF\DVVHWRXWLQ%R[
BOX 1.3:    It’s  not  just  the  size  of  your  stimulus  package,    
it’s  the  way  you  use  it
$XVWUDOLD ZDV RQH RI RQO\ WKUHH DGYDQFHG HFRQRPLHV WKDW DYRLGHG UHFHVVLRQ GXULQJ WKH
*)&ZKLFKKDVHQVXUHGWKH)HGHUDO*RYHUQPHQW¶V¿VFDOVWLPXOXVSDFNDJHKDVEHHQZLGHO\
DFFODLPHG µ2QH RI WKH EHVW GHVLJQHG.H\QHVLDQ VWLPXOXV SDFNDJHV RI DQ\ FRXQWU\¶ VWDWHG
-RVHSK 6WLJOLW] IRUPHU :RUOG %DQN &KLHI (FRQRPLVW &OLQWRQ DGPLQLVWUDWLRQ HFRQRPLF
DGYLVRUDQGUHFLSLHQWRIWKH1REHO0HPRULDO3UL]HLQ(FRQRPLFV$QRSHQOHWWHUFLUFXODWHG
LQ  DQG VLJQHG E\ PRUH WKDQ ¿IW\ SURIHVVRUV DQG OHFWXUHUV IURP $XVWUDOLD¶V OHDGLQJ
XQLYHUVLWLHVSUDLVHGWKH)HGHUDO*RYHUQPHQW¶VDFWLRQVLQVWLPXODWLQJWKHHFRQRP\DYRLGLQJ







   ,I\RXKadn’t   spent   the  PRQH\ WKHUHZRXOGKDYHEHHQZDVWH7KHZDVWHZRXOG
KDYHEHHQ WKH IDFW WKDW WKH HFRQRP\ZRXOGKDYHEHHQZHDN WKHUHZRXOGKDYH
EHHQDJDSEHWZHHQZKDWWKHHFRQRP\FRXOGKDYHSURGXFHGDQGZKDWLWDFWXDOO\
SURGXFHG± WKDW¶VZDVWH <RXZRXOG KDYH KDG KLJK XQHPSOR\PHQW \RXZRXOG
KDYHKDGFDSLWDODVVHWVQRWIXOO\XWLOLVHG±WKDW¶VZDVWH6R\RXUFKRLFHZDVRQH





















WZR DGYDQFHG* FRXQWULHV WKDW GLGQRWQHHG WRPDNH D JRYHUQPHQW LQMHFWLRQ RI
IXQGVWRWKHEDQNLQJV\VWHPWKRXJKDVLQPDQ\FRXQWULHVWKHJRYHUQPHQWGLGLVVXH
JXDUDQWHHVIRUERQGLVVXDQFHDQGGHSRVLWV2(&'DQDO\VLVVKRZVWKDWRXUUHJXODWLRQV
ZHUH QRW VWULFWHU EXW WKH\ZHUHZHOO LPSOHPHQWHG2XU EDQNLQJ V\VWHP µEHQH¿WHG
IURP\HDUVRIULJLGVXSHUYLVLRQE\³EHWWHUWKDQZRUOGFODVV´¿QDQFLDOUHJXODWRUV¶47
» 7KH 5HVHUYH %DQN  $SSURSULDWH DFWLRQV E\ WKH 5HVHUYH %DQN DQG VXSSRUWLQJ
JRYHUQPHQWPRQHWDU\SROLF\KHOSHGWRPDLQWDLQWKHVWDELOLW\RIWKH¿QDQFLDOV\VWHP
GXULQJWKH*)&DQGZDVQRGRXEWDNH\IDFWRUWKRXJKLQGLFDWLRQVDUHWKDWWKHIXOO
HIIHFW RI PRQHWDU\ SROLF\ LV XVXDOO\ GHOD\HG DQG ZDV PXWHG E\ WKH QDWXUH RI WKH
¿QDQFLDOVKRFN48
2WKHU H[SODQDWLRQV IRU $XVWUDOLD¶V VXFFHVV KDYH EHHQ RIIHUHG WKDW LPSO\ OHVV RI D UROH IRU










ZLWK WKH QRQJRYHUQPHQW DVSHFWV EHLQJ IHG E\ DQG IHHGLQJ LQWR
WKHHIIHFWLYHQHVVRIJRYHUQPHQWDFWLRQV ,W VKRXOGEHNHSW LQPLQG
WKDW WKH µQRQJRYHUQPHQW¶ DVSHFWVPD\KDYH LQYROYHG D VLJQL¿FDQW
JRYHUQPHQWUROHLQWKHORQJWHUPIRUH[DPSOH LPPLJUDWLRQSROLF\
DIIHFWLQJ SRSXODWLRQ JURZWK DQG LQWHUQDWLRQDO WUDGLQJ UHODWLRQV
IDFLOLWDWHGE\GLSORPDF\
































 evidence suggests the  
timely government 
intervention... was a 
necessary condition for the 





2: Bang for our bucks
Efficient government?
$XVWUDOLD¶V SXEOLF VHFWRU LV DPRQJ WKH PRVW HI¿FLHQW LQ WKH ZRUOG $OWKRXJK LW LV GLI¿FXOW WR
PHDVXUHHI¿FLHQF\SUHFLVHO\LQWKHSURYLVLRQRISXEOLFVHUYLFHVGDWDIURPUHVSHFWHGLQWHUQDWLRQDO








$VSRLQWHGRXW LQ WKH¿UVW FKDSWHUJRYHUQPHQWEXUHDXFUDFLHVDUHRIWHQ IDOVHO\DVVXPHG WREH
LQHI¿FLHQW 7KLV NLQG RI WKLQNLQJ PLJKW LQWHUSUHW LQWHUQDWLRQDO FRPSDULVRQV DV VKRZLQJ WKDW
















































































































































































7KHRXWFRPHVRI WKHGLIIHUHQWJRYHUQPHQWVDUHKDUGHU WRTXDQWLI\$QXPEHURI LQWHUQDWLRQDO



































United Kingdom 14 14
Germany 15 4


























countries  with  ranks  on  the  measures    
within  two  places  of  each  other,  countries  
countries  with  differences  in  ranks    
of  three  to  seven  places




TXDOLW\¶ µUXOH RI ODZ¶ DQG µFRQWURO RI FRUUXSWLRQ¶ $OO FRXOG SRWHQWLDOO\ EH UHJDUGHG DV SDUW RI
WKH RXWFRPHV RI JRYHUQPHQW DQG WKXV DPHDVXUH RI LWV HIIHFWLYHQHVV+RZHYHUZHZLOO IRFXV
RQ WKH LQGLFDWRU WKDW VSHFL¿FDOO\PHDVXUHV JRYHUQPHQW HIIHFWLYHQHVV 7KLV LQGLFDWRU µFDSWXUHV
SHUFHSWLRQVRIWKHTXDOLW\RISXEOLFVHUYLFHVWKHTXDOLW\RIWKHFLYLOVHUYLFHDQGWKHGHJUHHRILWV


























































   
   
   
   
   
   
   











HIGH TAX LOW TAX




7KH SUHFLVH SRVLWLRQ RI GLIIHUHQW FRXQWULHV RQ WKH JUDSK FDQ EH GHEDWHG
IRU VHYHUDO UHDVRQV6RPHFRXQWULHVPD\SUHIHU FHUWDLQPHDVXUHVPDNLQJ
XS RU QRW LQFOXGHG LQ WKH JRYHUQPHQW HIIHFWLYHQHVV LQGLFDWRU 7KHUH
PD\ EH GLVSXWHV RYHU WKH SDUWLFXODUPHWKRGRORJLHV XVHG WR FDOFXODWH WKH
PHDVXUHVPDNLQJXSWKHJRYHUQPHQWHIIHFWLYHQHVVLQGLFDWRUDVZHOODVWKH
PHWKRGRORJ\ RI WKH:RUOG %DQN¶V DJJUHJDWLRQ 1RWDEO\ VXSHUDQQXDWLRQ
SD\PHQWVDUHQRWFRXQWHGDVDWD[EHFDXVHWKH\SURYLGHSHUVRQDOEHQH¿WV
WRWKHFRQWULEXWRUDQGLWFRXOGEHDUJXHGWKLVERRVWV$XVWUDOLD¶VDSSDUHQW



















DSSURDFK LQÀDWHV WKH DYHUDJH2(&' WUDQVIHUV WR WKHZHDOWK\ 5HJDUGOHVV $XVWUDOLD¶V OHYHO RI
WDUJHWLQJLVDQLQGLFDWRURILWVDELOLW\WRGLUHFWLWVUHVRXUFHVWRZKHUHWKH\DUHPRVWQHHGHG





LWV WHFKQLFDOHI¿FLHQF\UHODWLYH WR WKDWRIRWKHUFRXQWULHVRQHPLJKWSUHVXPHDFRUUHVSRQGLQJ
LQFUHDVHLQG\QDPLFHI¿FLHQF\(TXDOO\LIDSXEOLFVHFWRU¶VG\QDPLFHI¿FLHQF\ZDVSRRUFRPSDUHG







 we have a far  
more efficient  
government than  
most of our  














QXPEHU RI JRYHUQPHQW IXQFWLRQV SULYDWLVHG57 YHU\ IHZ FDVHV KDYH VXI¿FLHQWO\ JRRG GDWD WR
FRPSDUHJRYHUQPHQWSURYLVLRQZLWKSULYDWHDQGFRPPXQLW\VHFWRUSURYLVLRQ%R[DQG%R[
RXWOLQHWZREULHIH[DPSOHVRIWKHVHGLI¿FXOWLHV
2002 2003 2004 2005 2006 2007 2008 2009 2010




























DOVR H[SDQGHG XVH RI D XVHUSD\V PRGHO HQDEOLQJ JRYHUQPHQW GHSDUWPHQWV DQG SXEOLF
DXWKRULWLHVWRFRQWUDFWWKHLUOLWLJDWLRQPDWWHUVDQGOHJDODGYLFHWRSULYDWHODZ¿UPV
$W WKH WLPH WKH SULYDWLVDWLRQ RI OHJDO VHUYLFHV ZDV ODUJHO\ MXVWL¿HG RQ WKH EDVLV RI FRVW
HIIHFWLYHQHVV60(YLGHQFHVXJJHVWVWKDWDIWHUWKHVHUHIRUPVWKHOHYHORIH[SHQGLWXUHRQOHJDO








UHPDLQVXQFOHDUZKHWKHU WKH VHFWRUV FDQEH FRPSDUHG DW DOO RUZKHWKHU WKHLU GHPDQG LV
UHVSRQGLQJ ODUJHO\ WR GLIIHUHQW GULYHUV ,W LV LPSRVVLEOH WR WHOO IURP WKH OLPLWHG HYLGHQFH
ZKHWKHUSULYDWLVDWLRQKDVSDUWLDOO\UHVWUDLQHGULVLQJOHJDOFRVWVIRUWKHSXEOLFVHUYLFHRULILW
KDVDGGHGWRWKHP





FRPSRVHG RI RYHU  IRUSUR¿W DQG QRQSUR¿W RUJDQLVDWLRQV WKDW WHQGHUHG ELGV WR RIIHU
HPSOR\PHQW VHUYLFHVZLWKLQ$XVWUDOLD7KH UDWLRQDOH IRUSULYDWLVLQJ WKH&(6ZDV IRXUIROG
%\ LQFUHDVLQJFRPSHWLWLRQ LWZDV WKRXJKW WKDW ODERXUPDUNHWDVVLVWDQFHSURJUDPVZRXOG
RSHUDWHPRUHÀH[LEO\DWORZHUFRVWZKLOVWGHOLYHULQJPRUHSHUVRQDOLVHGVHUYLFHDQGDERYH
DOOSURGXFHPRUHVXVWDLQDEOHHPSOR\PHQWRXWFRPHV64
7KHPRVWYLVLEOH VLJQRI-1-6$¶V VXFFHVVKDV VXSSRVHGO\EHHQ WKHPDLQWHQDQFHRID ORZ
KHDGOLQH XQHPSOR\PHQW UDWH SDUWLFXODUO\ GXULQJ WKH *OREDO )LQDQFLDO &ULVLV 2YHU WKH
SDVWGHFDGH WKHKHDGOLQHXQHPSOR\PHQWUDWHKDVDYHUDJHG65  %\FRQWUDVW WKHPHDQ
XQHPSOR\PHQW UDWH EHWZHHQ -DQXDU\  DQG'HFHPEHU ZDV DSSUR[LPDWHO\ 66  




































Cost  savings  from  structure  not  sector
$OWKRXJK $XVWUDOLDQ GDWD LV OLPLWHG ORRNLQJ DW LQWHUQDWLRQDO VWXGLHV RI SULYDWLVDWLRQ JLYHV DQ
DQVZHUWRWKHTXHVWLRQRIKRZZHOOSXEOLFVHFWRUVJHQHUDOO\FRPSDUHWRWKHSULYDWHVHFWRULQWHUPV
RIHI¿FLHQF\$GYRFDWHV IRUSULYDWLVDWLRQKDYHPDGHVWURQJFODLPVDERXW LWVDELOLW\ WRJHQHUDWH
HI¿FLHQF\EXWVXFKFODLPVLQPDQ\FDVHVGRQRWVWDQGXSWRULJRURXVDQDO\VLV2QHVWXG\ZKLFK
H[DPLQHG RYHU D KXQGUHG FDVH VWXGLHV DQG UHSRUWV RQ RXWVRXUFLQJ SURYLGHV FOHDU HPSLULFDO
HYLGHQFHRQWKHTXHVWLRQRIVHFWRUHI¿FLHQF\76,WIRXQGWKHUHZDVRQDYHUDJHDFRVWVDYLQJIURP
FRQWUDFWLQJRXW+RZHYHUWKHVDYLQJZDVVLPLODUUHJDUGOHVVRIZKHWKHULWZDVSULYDWHFRQWUDFWLQJ






















































VNLOOV FDSDFLW\ LV UHGXFHG FRVWV LQSXEOLFZRUNV FRQWUDFWV ,QSUDFWLFHPDQ\RI WKH VNLOOHG

























Taking  into  account  different  jobs
$QRWKHUIDFWRUFRPSOLFDWLQJFRPSDULVRQVRISXEOLFDQGSULYDWHVHFWRUVLVWKHGLIIHUHQWREMHFWLYHV
WKDWPD\EHDVVRFLDWHGZLWKXQGHUWDNLQJWKHVDPHVHUYLFH(YHQZKHUHWKH\PD\VHHPWREHGRLQJ



























RI VWXGHQWV UHSUHVHQWV DQ DGGLWLRQDO FRVW 7$)(V DUH DOVRPRUH OLNHO\ WKDQ 572V WR SURYLGH
FRXQVHOOLQJ FDUHHUV DVVLVWDQFH FKLOGFDUH DQG LQGLJHQRXV RUPXOWLFXOWXUDO DVVLVWDQFH 'HVSLWH









WKDW WKHSULYDWH VHFWRU LVDOZD\VPRUHHI¿FLHQW WKDQ WKHSXEOLF VHFWRU+HUHZHKDYHERWK
VHFWRUVRSHUDWLQJVLPLODULQVWLWXWLRQVLQWKHVDPHLQGXVWU\,WVKRXOGEHVWUDLJKWIRUZDUGWR
FRPSDUHWKHWZRVHFWRUV¶SHUIRUPDQFH,QWKH3URGXFWLYLW\&RPPLVVLRQDWWHPSWHGWR
GR WKLVSURGXFLQJDGHWDLOHGDQGFRPSUHKHQVLYH UHSRUW FRPSDULQJ$XVWUDOLD¶VSXEOLFDQG
SULYDWH KRVSLWDOV93 $ VLJQL¿FDQW FKDOOHQJH IRU WKLV UHSRUWZDV IDFWRULQJ LQ WKH GLIIHUHQFHV
EHWZHHQSULYDWHDQGSXEOLFKRVSLWDOV$OWKRXJKWKHWZRVHFWRUVRSHUDWHLQWKHVDPHLQGXVWU\
WKHUHDUHQXPEHURIGLIIHUHQFHVEHWZHHQWKHVHFWRUVDQGWKHMREVWKH\GR














































VRSKLVWLFDWHG FRPSDULVRQVRI VLPLODUSXEOLF DQGSULYDWH VHFWRU DFWLYLWLHV LQ$XVWUDOLD DUH UDUH
EXWRQHVXFKLQYHVWLJDWLRQE\WKH3URGXFWLYLW\&RPPLVVLRQKDVVKRZQDVLPLODUOHYHORIRYHUDOO
HI¿FLHQF\EHWZHHQWKHVHFWRUV,W LV OLNHO\WKDWWKHHI¿FLHQF\RI WKHWZRVHFWRUVUHODWLYHWRHDFK
RWKHULQDJLYHQFDVHZLOOGHSHQGRQVLWXDWLRQDOIDFWRUVUHODWLQJWRWKHZRUNEHLQJGRQHDQGWKH
RUJDQLVDWLRQVLQYROYHG
7KLVSRVLWLYHDVVHVVPHQW VKRXOGQRWEH WDNHQ WR LPSO\ WKDWQR LPSURYHPHQWV WRSXEOLF VHFWRU






3: Good, better, best
Beyond the National Commission of Audit and Federal Budget 
,PSURYLQJRXU DOUHDG\KLJKO\ HI¿FLHQW JRYHUQPHQWZLOO UHTXLUH FRQVLGHUDWLRQRI DOO DVSHFWV RI
HI¿FLHQF\GLVFXVVHGLQ&KDSWHU7KLVFKDSWHUQDUURZVWKHIRFXVE\FRQVLGHULQJKRZHI¿FLHQF\LQ
WKH$XVWUDOLDQ3XEOLF6HUYLFH$36PLJKWEHHQKDQFHG,WEHJLQVE\RIIHULQJEULHIREVHUYDWLRQV
RQ WZR VHWV RI UHFHQW GRFXPHQWVZKLFK GHDO VXEVWDQWLDOO\ZLWK WKH HI¿FLHQF\ RI WKH $36 WKH
 %XGJHW 3DSHUV DQG WKH 1DWLRQDO &RPPLVVLRQ RI $XGLW¶V 5HSRUWV DQG 7HUPV RI
5HIHUHQFH([DPLQDWLRQRIWKHVHGRFXPHQWVUHYHDOVWKDWPDQ\RIWKHXQKHOSIXOJHQHUDOLVDWLRQV
DERXWHI¿FLHQF\RXWOLQHGLQ&KDSWHUDUHVWLOOEHLQJPDGH7KHFKDSWHUWKHQPRYHVEH\RQGWKHVH







DSSURDFKHV 7KHVH VWUDWHJLHV LQFOXGH FURVVDJHQF\ WHDPV GHGLFDWHG WR GULYLQJ LQQRYDWLRQ LQ
















































 Once government  
objectives are determined, 
consideration needs to be 
given as to how we can 
achieve these objectives with 





7KH 0LQLVWHU IRU )LQDQFH GHVFULEHV IRXU SULQFLSOHV GUDZQ IURP WKH 1DWLRQDO &RPPLVVLRQ














DEROLVKLQJ+HDOWK:RUNIRUFH$XVWUDOLDDQGFRQVROLGDWLQJ LWV IXQFWLRQV LQWR WKH'HSDUWPHQWRI
+HDOWK7KHVHWZRLWHPVPDNHXSPRUHWKDQRIWKHVDYLQJV$OORIWKHRWKHULWHPVSURGXFH
UHODWLYHO\ VPDOO VDYLQJV QRQHRYHUPLOOLRQ 6RPHDUHGRXEWOHVVQHFHVVDU\1HYHUWKHOHVV
WKHDVVXPSWLRQDSSHDUV WREH WKDWVPDOOHUJRYHUQPHQWDQG ODUJHUPXOWLIXQFWLRQDJHQFLHVDUH















BOX 3.1:  7KH(I¿FLHQF\'LYLGHQG
$QXPEHURIGLIIHUHQW VWUDWHJLHVKDYHEHHQHPSOR\HGE\YDULRXVJRYHUQPHQWV WRSURPRWH
HI¿FLHQF\ ZLWKLQ WKHLU SXEOLF VHUYLFHV 8QIRUWXQDWHO\ WKH GDWD RQ ZKLFK VWUDWHJLHV KDYH
EHHQ PRVW VXFFHVVIXO LV UHODWLYHO\ SRRU107 7KH PDLQ PHFKDQLVP XVHG WR GULYH HI¿FLHQF\
LPSURYHPHQWVDFURVVWKH$36DVDZKROHLVWKH(I¿FLHQF\'LYLGHQG
7KH PDMRULW\ RI &RPPRQZHDOWK SXEOLF VHFWRU ERGLHV DUH VXEMHFW WR DQ DQQXDO (I¿FLHQF\







7KHDPRXQW WKDWEXGJHWVDUHUHGXFHGE\ LVXVXDOO\EXW LWKDVYDULHG VHH7DEOH
EHORZ:KLOH WKH(I¿FLHQF\'LYLGHQGPD\ KDYH SURYLGHG EXGJHWDU\ VDYLQJV DQG VSXUUHG
DGPLQLVWUDWLYHLPDJLQDWLRQHYLGHQFHVKRZVWKDWLWKDVKDGDQXPEHURIXQLQWHQGHGQHJDWLYH








LGHQWLI\LQJ SRWHQWLDO LQHI¿FLHQFLHV DQGGHYHORSLQJPHFKDQLVPV WR DGGUHVV WKHP111 6XFK D
VWUDWHJ\ KDV WKH SRWHQWLDO WR GULYH VLJQL¿FDQW HI¿FLHQF\ JDLQV EXW LPSOHPHQWDWLRQ LV QRW
VWUDLJKWIRUZDUGDQGLWLVHVVHQWLDOWKDWWKHVWUXFWXUHRIWKHUHYLHZVEHFDUHIXOO\FRQVLGHUHG
7KHUHYLHZVVKRXOGLQFOXGHLQWHUQDO
SDUWLFLSDQWV GUDZQ IURP YDULRXV
DUHDVHJSROLF\IURQWOLQHGHOLYHU\
¿QDQFH ,7 DQG VWUDWHJ\ DQG
GLIIHUHQW VHQLRULW\ OHYHOV ,W VKRXOG
DOVR LQYROYHDQH[WHUQDOERG\VXFK
DV WKH $XVWUDOLDQ 1DWLRQDO $XGLW
2I¿FH WR JLYH WKH DGYDQWDJHV RI
REMHFWLYLW\ LQGHSHQGHQFH DQG D
EURDGHUSHUVSHFWLYH
$QRWKHURSWLRQLVIRUPDODJUHHPHQWV




IRU HDFK DJHQF\ 7KHVH DUH QRW WKH
































WZR\HDUV WKH$36ZLOO UHGXFHE\  VWDII7KH$EERWW*RYHUQPHQW FDPH WRSRZHU LQ














7KH HIIHFW RI WKH LQFUHDVHG(I¿FLHQF\'LYLGHQG DQG VLJQL¿FDQW VWDII UHGXFWLRQV UHYHDOV DQ




















7DEOH  OHIW VKRZV WKH ÀXFWXDWLRQV LQ
$36VWDI¿QJQXPEHUVLWDOVRVKRZVWKH
JURZWK DQG VKULQNDJH HDFK \HDU RQFH
FKDQJHVLQFRYHUDJHKDYHEHHQH[FOXGHG





PRYHG LQWR RU RXW RI FRYHUDJH XQGHU
WKH 3XEOLF 6HUYLFH $FW  ,Q RWKHU









































1998 121,004 -11,479 -8.56%
1999 113,836 -6,809 -5.63%
2000 113,535 1,212 1.06%
2001 119,528 5,993 5.28%
2002 123,391 3,864 3.23%
2003 131,769 8,343 6.76%
2004 131,481 -518 -0.39%
2005 133,609 3,464 2.63%
2006 146,237 7,288 5.45%
2007 155,427 8,646 5.91%
2008 159,738 3,763 2.42%
2009 161,769 2,071 1.30%
2010 164,351 2,561 1.58%
2011 166,152 1,546 0.94%
2012 168,164 1,772 1.07%
2013 167,257 -919 -0.55%
False Economies
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7KHFRQWLQXLQJGHFODUHGLQWHUHVWRISROLWLFLDQVLQSXUVXLQJHI¿FLHQWJRYHUQPHQWZDVHYLGHQFHG






WR UHGXFH RYHUDOO JRYHUQPHQW H[SHQGLWXUHV 7HUPLQRORJLHV RI WHFKQLFDO
HI¿FLHQF\ SUHGRPLQDWHG VXFK DV µYDOXHIRUPRQH\¶ µJRYHUQPHQW OLYLQJ




7KH 7HUPV RI 5HIHUHQFH VLPLODUO\ OLPLWHG FRQVLGHUDWLRQ RI DOORFDWLYH





/DUJHO\ PLVVLQJ ZDV WKH EURDGHU QDWLRQDO SHUVSHFWLYH RQ HI¿FLHQF\ WKDW
W\SLFDOO\ XQGHUSLQV GHFLVLRQV RQ SXEOLF SURJUDPV DQG SROLFLHV LQ WKH ¿UVW
SODFH)RUH[DPSOHWKHSXEOLFVHFWRUUROHVLQKHDOWKHGXFDWLRQMXVWLFHDQG
UHJXODWLRQDUHRIWHQYLWDOWRWKHYDULRXVIRUPVRISULYDWHVHFWRURUZKROHRI
VRFLHW\ HI¿FLHQF\ 0DQ\ VSHFL¿F IXQFWLRQV RI JRYHUQPHQW DUH SHUIRUPHG
EHFDXVHLQHI¿FLHQWPDUNHWIDLOXUHVZRXOGRWKHUZLVHEHH[SHFWHG&ULWLFDOO\
WKHUHZDVDOVRQRH[SOLFLWFRQVLGHUDWLRQRIG\QDPLFHI¿FLHQF\QRPHQWLRQRIVXVWDLQLQJHI¿FLHQF\
LPSURYHPHQWV RYHU WKH ORQJWHUP DQG QR UHÀHFWLRQ RQ FRQWLQXLQJ WR GHOLYHU HI¿FLHQF\ LQ D
UDSLGO\FKDQJLQJJOREDOHQYLURQPHQW
,W LV XQVXUSULVLQJ WKHUHIRUH WKDW WKH&RPPLVVLRQ¶V WZR UHSRUWV VKRZD VLPLODUQDUURZ IRFXV















 More than two-‐thirds 
of the Commission’s 
recommendations 
concern technical 
efficiency, or limiting 
the expenditure and role 








RQJRLQJ WDVN UHTXLULQJ D IXOO FRQVLGHUDWLRQ RI WKH SXEOLF LQWHUHVW UDWKHU WKDQ DQ\ RQH RU WZR
VHFWLRQDOLQWHUHVWV$OWKRXJKWKHUHDUHDOZD\VDUHDVZKHUHVLJQL¿FDQWLPSURYHPHQWVFDQEHPDGH











DQG IRFXV RQ FXWV DV DPHDQV RI DFKLHYLQJ HI¿FLHQF\ SUHYHQWV LW IURP GLVFXVVLQJ LQQRYDWLRQ


























 Public sector  
innovation has different 
drivers and faces 
different constraints than 




Innovation  in  public  sector  organisations
,Q LWV EURDGHVW VHQVH LQQRYDWLRQ LV VLPSO\ µWKH DSSOLFDWLRQ RI QHZ
LGHDV WR SURGXFH EHWWHU RXWFRPHV¶129 VR DQ\ FKDQJH WR DGRSW PRUH
HI¿FLHQW SUDFWLFHV UHTXLUHV VRPH FDSDFLW\ WR LQQRYDWH ,QQRYDWLRQ FDQ
KDYH D QXPEHU RI RXWFRPH JRDOV IRU H[DPSOH LPSURYLQJ HI¿FLHQF\
HIIHFWLYHQHVV SURJUDP FRYHUDJH RU HTXLW\ RI RXWFRPHV EXW KHUH ZH
DUH IRFXVVLQJ RQ LQQRYDWLRQ IRU LQFUHDVHG HI¿FLHQF\ ,QQRYDWLRQV RIWHQ
DULVH RXW RI FROODERUDWLRQV DQG WKLV PHDQV WKDW LW FDQ EH PLVWDNHQO\
DVVXPHG WKDW SXEOLF VHFWRU LQQRYDWLRQ HQWLUHO\ FRQVLVW RI XWLOLVLQJ LQQRYDWLRQ H[SHUWLVH IURP
WKH SULYDWH VHFWRU WKURXJK SDUWQHUVKLSV RU RXWVRXUFLQJ VHUYLFHV :KLOH FROODERUDWLRQ ZLWK  
QRQSXEOLFVHFWRUERGLHVLVLPSRUWDQWLWLVDOVRHVVHQWLDOWRGULYHLQQRYDWLRQZLWKLQWKHSXEOLF










PDQDJHPHQW DQG IURQWOLQH VWDII 7RSGRZQ LQQRYDWLRQ IURP DJHQF\ KHDGV RU SROLWLFLDQV LV




UHTXLUH D SROLWLFDO RU PLQLVWHULDO WULJJHU VXFK DV FKDQJHV LQ SROLF\ SULRULWLHV IRU LQQRYDWLRQ
RSSRUWXQLWLHVWREHDFWHGRQ1327KLUGPRVWLQQRYDWLRQVDULVHLQUHVSRQVHWRLQWHUQDOLGHQWL¿FDWLRQV
RI D SUREOHP 7KLV LV D EURDG FDWHJRU\ FRYHULQJ SUREOHPV VXFK DV D IDLOXUH WR UHDFK D WDUJHW
SRSXODWLRQFKDQJLQJHQYLURQPHQWUHVRXUFHVFRQVWUDLQWVDQGODFNRISROLF\FRRUGLQDWLRQ2WKHU
UHVHDUFKKDVDOVRQRWHGWKHSUREOHPGULYHQQDWXUHRISXEOLFVHFWRULQQRYDWLRQ1331RWDOORIWKHVH









VHFWRURUJDQLVDWLRQVDQGD ODFNRI UHVRXUFHV WLPHDQG IXQGLQJGHYRWHGGLUHFWO\ WR LQQRYDWLRQ
HIIRUWV ,W LVZRUWKZKLOH H[SORULQJERWK WKHVHEDUULHUV LQGHWDLO ,Q HDFK FDVH WKHNH\SRLQW LQ
LGHQWLI\LQJWKHVHEDUULHUVDQGWKHUHDVRQVIRUWKHLUH[LVWHQFHLVWRVHHLQWKHPRSSRUWXQLWLHVIRU
LQYHVWLQJLQVROXWLRQVVRWKDWODVWLQJLPSURYHPHQWVLQHI¿FLHQF\FDQEHDFKLHYHG
 any change to adopt  
more efficient practices 
requires some capacity  
to innovate  
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Barriers  to  innovation  –  risk  aversion
$WWHPSWV WR LQQRYDWH LQYROYH ULVN DQG VR LQQRYDWLRQ UHTXLUHV WKH DELOLW\ WR WDNH ULVNV LQ DQ






DUH UHTXLUHG WREHKLJKO\ FDXWLRXV DQGDYRLGDQ\ VLJQL¿FDQW HUURU DW DOO7KLVRIWHQDSSOLHV LQ





















+RZHYHU WZR PRUH UHFHQW VWXGLHV IURP WKH 86$ IRXQG WKDW PDQDJHUV¶ SHUFHSWLRQV RI




















VXSSRUWLQJ HYLGHQFH LV OLPLWHG 2QH VWXG\ FRPSDUHG GDWD IURP VXUYH\V RI &DQDGLDQ DQG
$XVWUDOLDQSXEOLFVHUYLFHPDQDJHUSHUFHSWLRQVDQGLWWRXFKHVEULHÀ\RQULVNDYHUVHEHKDYLRXUDQG
LQQRYDWLRQ1397KHPDLQGLIIHUHQFHLQWKLVDUHDZDVWKDWDOWKRXJKRI&DQDGLDQUHVSRQGHQWV
WKRXJKW WKDW WKH EDODQFH EHWZHHQ LQQRYDWLRQ DQG ULVN ZDV UHFRJQLVHG E\ VHQLRU VWDII DQG
PDQDJHPHQWRQO\RI$XVWUDOLDQUHVSRQGHQWVWKRXJKWWKDWWKHEDODQFHZDVZHOOXQGHUVWRRG
6RPH )HGHUDO *RYHUQPHQW UHSRUWV KDYH SURYLGHG HYLGHQFH RI DQ RYHUO\
ULVNDYHUVHWHQGHQF\$VHULHVRIUHSRUWVRQWKHFDSDELOLW\RIPDMRUDJHQFLHV
LQ WKH $36 LQFOXGH DVVHVVPHQWV RI LQQRYDWLRQ WKDW VSHFL¿FDOO\ DGGUHVV
ZKHWKHUDQHIIHFWLYHDSSURDFKWRZDUGVULVNPDQDJHPHQWLVSUHVHQW:KLOH
WKH 'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW140 DQG WKH 'HSDUWPHQW
RI ,QIUDVWUXFWXUH DQG 7UDQVSRUW141 ZHUH DVVHVVHG DV SHUIRUPLQJ ZHOO RQ
LQQRYDWLRQ WKH'HSDUWPHQWRI ,PPLJUDWLRQDQG&LWL]HQVKLS ',$&142 WKH
'HSDUWPHQWRI+XPDQ6HUYLFHV143DQGWKH$XVWUDOLDQ&XVWRPVDQG%RUGHU




2QH UHFHQW H[DPSOH RI SXEOLF VHFWRU ULVN DYHUVLRQ LV VHHQ LQ WKH RQJRLQJ
VWUXJJOH IDFHG E\ WKH $36 WR WULDO ZD\V RI LPSOHPHQWLQJ QHZPHWKRGV RI
FRPPXQLFDWLRQ LQWR LWV DJHQFLHV XVLQJ ZHE WHFKQRORJLHV ,Q  WKH
(QJDJH*HWWLQJRQZLWK*RYHUQPHQWUHSRUWQRWHGµWKHWDVNIRUFHEHOLHYHVWKDWWKHH[LVWLQJ
FXOWXUHRI WKH$36IRFXVHVRQRQOLQHHQJDJHPHQWDVDULVNUDWKHU WKDQDEHQH¿W¶146'HVSLWHDQ



















RQ WKH OLQH DQG DWWHPSW WR VXJJHVW DQG LPSOHPHQW LQQRYDWLYH LGHDV152:KHUHDVPDQ\
 risk aversion is not 
inherent to the sector… 
However, the studies  
agree that risk aversion 
tends to be stronger in  














» Inhibited   idea   communication 5HPDLQLQJ DSROLWLFDO LV DQ LPSRUWDQW IDFHW RI DQ
HIIHFWLYH SXEOLF VHUYLFH LQGHHG LW LV HQVKULQHG LQ OHJLVODWLRQ158 +RZHYHU LW KDV EHHQ
VXJJHVWHG WKDW HIIRUWV WR UHPDLQDSROLWLFDO JR WRR IDUDQG LQKLELW WKH H[FKDQJHRI LGHDV








make  mistakes   and   the   government   is   seen   to   be   supporting   those   people  who  make  
PLVWDNHVWKHQWKH$36ZLOOFRQWLQXHWREHDELWULVNDYHUVH160
,IPLQLVWHUV DQG WKHLU RI¿FHV DUH DFWLYHO\PLFURPDQDJLQJ WKH $36 LQ HYHU\ VHFWRU DQG HYHU\
SURJUDP WKH\EHFRPHGLUHFWO\ UHVSRQVLEOH IRUHYHU\RXWFRPH7KLVPHDQV WKHSROLWLFDO ULVNRI
SURJUDPV LVPDJQL¿HGDQG VKHHWHGKRPH WR WKHPLQLVWHU:KHQ WKH VXFFHVVHVRI JRYHUQPHQW
DFWLRQV DUH LJQRUHG DQG WKH IDLOXUHV VWURQJO\ SXQLVKHG LW FUHDWHV D ULVN DYHUVH HQYLURQPHQW
0LQLVWHUVZLOO IDFH WKH WHPSWDWLRQ WRDYRLG WKH ULVNV LQYROYHG LQDQ\ LQQRYDWLRQ UHJDUGOHVVRI
LWVRYHUDOOEHQH¿WEHFDXVHWKHUHLVXQOLNHO\WREHDQ\SROLWLFDOEHQH¿WWRWKHP7KLVFDQDOVREH
VHHQ LQ H[DPSOHV RIPLQLVWHUV¶ LQYROYHPHQW LQ UHJXODWRU\ DFWLYLW\ZKHUH D WHQGHQF\KDV EHHQ
QRWHG IRU PLQLVWHUV WR LQWHUYHQH LQ ZD\V LQFRQVLVWHQW ZLWK UHJXODWRU\ DJHQFLHV¶ ULVN EDVHG






















EH FXW LQ WLPHV RI DXVWHULW\ EHFDXVH WKH SROLWLFDO LPSHUDWLYH UHPDLQV WR
HPSKDVLVH WKH FRQWLQXDWLRQ RI IURQWOLQH VHUYLFHV ZKLOH FXWWLQJ WKH µEDFN
RI¿FH¶7KLVEULQJVXVWRDQRWKHUPDMRUEDUULHUWRWKHSXUVXLWRISXEOLFVHUYLFH
HI¿FLHQF\WKURXJKLQQRYDWLRQ±WKHODFNRIUHVRXUFHVDSSOLHGWRWKHWDVN




LQQRYDWLRQ DZDUG HQWUDQWV D ODFN RI UHVRXUFHV ZDV WKH PRVW FRPPRQO\








,Q DGGLWLRQ WKH XQLIRUP DQG LQGLVFULPLQDWH PHDQV E\ ZKLFK $36 UHVRXUFHV DUH IUHTXHQWO\
UHGXFHG VXFK DV WKURXJK WKH (I¿FLHQF\ 'LYLGHQG DQG RWKHU DFURVVWKHERDUG FXWV RU KLULQJ












Driving  innovation  in  public  sector  organisations
$ QXPEHU RI SRWHQWLDO UHIRUPV WR LQFUHDVH LQQRYDWLRQ LQ WKH $36 LQFOXGLQJ LQQRYDWLRQV IRU
LQFUHDVHG HI¿FLHQF\ DUH VXJJHVWHG E\ WKH DERYH GLVFXVVLRQ :LWK WKH H[FHSWLRQ RI DGHTXDWH
UHVRXUFLQJWKHVHPRVWRIWHQSRLQWWRWKHQHHGIRUVLJQL¿FDQWFKDQJHVLQWKHZD\WKDWWKH$36KDV
EHHQRUJDQLVHGDQGOHG
 When the successes  
of government actions  
are ignored and the 
failures strongly punished 












$ JRRG H[DPSOH RI FURVVDJHQF\ WHDPV IDFLOLWDWLQJ LQQRYDWLRQ WKRXJK QRW QHFHVVDULO\ ZLGHO\
UHFRJQLVHG DV VXFK LV WKH 6XVSHFWHG &KLOG $EXVH DQG1HJOHFW 6&$1 WHDPV WKDW RSHUDWH LQ
4XHHQVODQG 6&$1 WHDPV FRQVLVW RI SURIHVVLRQDOV IURP VWDWXWRU\ DQG QRQVWDWXWRU\ ERGLHV
LQYROYHGLQFKLOGSURWHFWLRQ7KH\PHHWUHJXODUO\DQGDUHDIRUPDOIRUXPIRUPXOWLGLVFLSOLQDU\
FRQVXOWDWLRQ1677KHSXUSRVHRI WKH WHDPV LV WR HQVXUHD FRRUGLQDWHGDQGHIIHFWLYHDSSURDFK LV






7KLV SURSRVHG PHDQV RI IDFLOLWDWLQJ LQQRYDWLRQ LV VOLJKWO\ GLIIHUHQW IURP WHDPV OLNH WKH *RY
WDVNIRUFH169DQGGHVLJQJRY1707KRVHWHDPVZHUHVHWXSWRIDFLOLWDWHLQQRYDWLRQHOVHZKHUHLQ
WKHSXEOLFVHUYLFH WKHLUSXUSRVH LV WRGUDZRXW LQQRYDWLYH LGHDVDQGSURYLGHVXSSRUW WR WKRVH
LPSOHPHQWLQJ WKHP 7KH FURVVDJHQF\ WHDPV HQYLVLRQHG KHUH DUH PDGH
XS RI SXEOLF VHUYDQWV LQYROYHG LQ DQ DUHD RI VHUYLFH GHOLYHU\5DWKHU WKDQ
EHLQJDVXSSRUWPHFKDQLVPWRHQDEOHRWKHUVWRLQQRYDWHWKHVHWHDPVZRXOG
JHQHUDWH WKH LQQRYDWLRQV DQG EH GLUHFWO\ LQYROYHG LQ LPSOHPHQWLQJ WKHP
7KH6&$1WHDPVH[DPSOHDERYHVKRZVKRZFURVVDJHQF\WHDPVWHQGWREH




$V UHVHDUFK LQGLFDWHV WKDW WKH PDMRULW\ RI SXEOLF VHFWRU LQQRYDWLRQV DUH
LQLWLDWHGE\PLGGOHPDQDJHPHQWDQGIURQWOLQHSXEOLFVHUYDQWVEXWUHTXLUH
WRSOHYHOVXSSRUW WKLV LPSOLHV WKDWSURJUDPVZKHUHERWWRPXS LQQRYDWLRQ
LV IDFLOLWDWHG E\ WRSOHYHO DFWLRQV ZRXOG EH EHQH¿FLDO $Q H[DPSOH RI WKLV
LV FUHDWLQJ D ZLQGRZ IRU LQQRYDWLRQ E\ WKH WHPSRUDU\ DGRSWLRQ RI PRUH
SHUPLVVLYH VWDQGDUGV WKDW JRYHUQ DVSHFWV RI SXEOLF VHUYLFH RSHUDWLRQV 7KLV DOORZV JURXSV RI
IURQWOLQHSXEOLFVHUYDQWVWRH[SHULPHQWZLWKQHZDSSURDFKHVZKLFKFDQWKHQEHXVHGWRLQIRUP








 The significance of lack 
of resources as a barrier 
to innovation means 
that a fund to provide 
investments in innovation 
might be advantageous 
False Economies
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WR UHGXFH WKH ULVNV LQYROYHG LQ LQQRYDWLRQVDUHQHHGHG2QHZD\RIDFKLHYLQJ WKLV LVDGRSWLQJ
PHDVXUHV UHGXFLQJ WKHSROLWLFDO ULVNV RI LQQRYDWLRQ VXFK DV UXQQLQJPXOWLSOH SLORW SURJUDPV
5XQQLQJPXOWLSOHSLORWSURJUDPVVLPXOWDQHRXVO\UHGXFHV WKHULVN WKDWDSLORWSURJUDPZLOOEH
VHHQ WRKDYH µIDLOHG¶ LI LW LVQRW DGRSWHG ,IPXOWLSOH WULDOV DUH VHWXSZLWK WKH VWDWHG LQWHQWLRQ








Innovation  awards  and  recognition
,Q DGGLWLRQ WR UHGXFLQJ ULVN LQFHQWLYH VFKHPHV FRXOG EH GHYLVHG WR UHZDUG LQQRYDWLRQ DQG










7KH VLJQL¿FDQFH RI ODFN RI UHVRXUFHV DV D EDUULHU WR LQQRYDWLRQPHDQV WKDW D IXQG WR SURYLGH
LQYHVWPHQWVLQLQQRYDWLRQPLJKWEHDGYDQWDJHRXVHVSHFLDOO\DWDWLPHZKHUHDJHQF\EXGJHWVDUH
EHLQJUHGXFHG%\VHWWLQJDVLGHIXQGLQJVSHFL¿FDOO\WKHJRYHUQPHQWFDQHQFRXUDJHGHSDUWPHQWV














LQ ,QQRYDWLRQ )XQG &RPSHWLWLYH *UDQW 3URJUDP DQG 1HZ <RUN &LW\¶V &HQWHU IRU (FRQRPLF
2SSRUWXQLW\177,WLVZRUWKQRWLQJWKDWPDQ\SULYDWHVHFWRURUJDQLVDWLRQVKDYHVSHFL¿FUHVHDUFKWHDPV


















» Public   service   design   and   behavioural   economics
,Q WKH8.DQGQRUWKHUQ(XURSHJRYHUQPHQWVKDYH LQUHFHQW
\HDUV EHHQ EXLOGLQJ FDSDFLW\ IRU SROLF\ DQG SURFHVV GHVLJQ
H[SHULPHQWDWLRQ LQ SURYLGLQJ SXEOLF VHUYLFHV LQFOXGLQJ
WHDPV WKDW KDYH GHYHORSHG VHUYLFH DSSOLFDWLRQV RI WKH ODWHVW
GHYHORSPHQWVLQWKHEHKDYLRXUDOVFLHQFHV1807KHVHFDQJUHDWO\
LPSURYH HI¿FLHQF\ WKURXJK EHWWHU SURFHVVHV DQG SROLFLHV





» Selection   of   infrastructure   projects 7KH 3URGXFWLYLW\ &RPPLVVLRQ KDV UHFHQWO\
UHOHDVHG D GUDIW UHSRUW RQ SXEOLF LQIUDVWUXFWXUH WKDW LV KLJKO\ FULWLFDO RI WKH SURFHVVHV
IRUSURMHFWGHYHORSPHQWDVVHVVPHQWDQGVHOHFWLRQ)DLOXUHVRISURFHVVLQWKLVDUHDKDYH
HQRUPRXVHI¿FLHQF\FRVWVDQGWKLVLVDYHU\JRRGH[DPSOHRIZKHUHLQYHVWPHQWLQSXEOLF
VHUYLFH FDSDELOLW\ DQG V\VWHPV LQFOXGLQJ LQ SURFXUHPHQW LV IDUPRUH OLNHO\ WR GHOLYHU
HI¿FLHQF\JDLQVWKDQFXWEDFNVWRUHVRXUFHVDYDLODEOHIRUWKHWDVN182










VXEPLVVLRQV DV ZHOO DV GLUHFWO\ HGLW ZLNL HQWULHV185 &RQVXOWDWLRQ RI WKDW TXDOLW\ DLGV
HI¿FLHQF\E\SURGXFLQJEHWWHUGHVLJQHGDQGPRUHLQIRUPHGSROLFLHVWRJHWKHUZLWKZLGHU
FRPPXQLW\VXSSRUWGXULQJLPSOHPHQWDWLRQ
 using ‘wikis’ as a tool for 
community consultation and 
collaboration… aids efficiency  
by producing better designed  



















$ VHULRXV FRPPLWPHQW WR HI¿FLHQF\ LQ WKH$36ZRXOG LQYROYH DQ H[WHQVLYH UHYLHZRI WKH UROH
DQG FRQGXFW RI DFFRXQWDELOLW\ DUUDQJHPHQWV 7KLVZRXOG QHHG WR FRQIURQW VRPH IXQGDPHQWDO
TXHVWLRQVDERXWWKHVW\OHDQGVXEVWDQFHRIJRYHUQPHQWLWVHOIDQGDERXWWKHUHODWLRQVKLSVEHWZHHQ
WKHSROLWLFDODQGDGPLQLVWUDWLYHDUPVRIWKHSXEOLFVHFWRU













.3,VFDQEHDXVHIXOPHDQVRIPRQLWRULQJDQG LGHQWLI\LQJSUREOHPVZLWKSHUIRUPDQFH LQ WKH
SXEOLFVHFWRUXWLOLVLQJTXDOLWDWLYHDQGTXDQWLWDWLYHLQIRUPDWLRQWRVSXUDQGLQIRUPTXHULHVDVWR
ZKHWKHUGHSDUWPHQWDOJRDOVKDYHEHHQPHW7KLVLVEHQH¿FLDOWRHI¿FLHQF\DV.3,VFDQWKHUHIRUH




the  impacts  of  program  activities’FRPSOHWHO\190$OVRQRQHRIWKHWKUHHDJHQFLHVKDG.3,VWKDW














Need  for  a  focus  on  outcomes
$ FULWLFDO FKDOOHQJH IRU DQ\ RUJDQLVDWLRQ DWWHPSWLQJ WR PHDVXUH ZKHWKHU LWV JRDOV DUH EHLQJ
PHWLVWRPHDVXUHZKDWLVLPSRUWDQWUDWKHUWKDQZKDWFDQEHHDVLO\PHDVXUHG7KHLPSRUWDQFH
RI RXWFRPH JRDOV IRU SXEOLF VHUYLFH RUJDQLVDWLRQV LV ZLGHO\ DFNQRZOHGJHG192 7KLV IRFXV RQ
RUJDQLVDWLRQDORXWFRPHVLVYLWDOIRUDQXPEHURIUHDVRQV


























SODQV DOUHDG\ FUHDWHG E\ VRPH DJHQFLHV $ QDWLRQDO SODQQLQJ SURFHVV ZRXOG SURYLGH EURDG
RXWOLQHVRIWKHSROLFLHVJRYHUQPHQWSURJUDPVDQGH[WHUQDOSDUWQHUVKLSVQHHGHGWRDFKLHYHWKHVH





RXWOLQLQJ WKH RYHUDOO JRDOV RI JRYHUQPHQW ZRXOG QR GRXEW PDNH WKH DOLJQPHQW RI DJHQFLHV¶
SODQQLQJZLWKWKHVHJRDOVPRUHHIIHFWLYHOHDGLQJWRDVWURQJHURXWFRPHIRFXV
2WKHUPHWKRGVDQGLQVWLWXWLRQVIRUGHWHUPLQLQJDQGLPSOHPHQWLQJQDWLRQDOSULRULWLHVDUHVHWRXW
in  Now  for  the  Long  TermWKHUHSRUWRIWKH2[IRUG0DUWLQ&RPPLVVLRQIRU)XWXUH*HQHUDWLRQV197  
7KH UHSRUW KLJKOLJKWV WKDW D ODFN RI ORQJWHUP WKLQNLQJ DQG SODQQLQJ LV ZLGHVSUHDG DFURVV







,QWHUJHQHUDWLRQDO 5HSRUW ZKLFK UHTXLUHV 7UHDVXU\ WR FRQGXFW D ORQJWHUP VWRFNWDNH RI WKH
LPSOLFDWLRQV RI H[LVWLQJSROLF\198 &ODULW\ DQG FURVVSDUW\ FRQVHQVXV RQ DW OHDVW VRPHQDWLRQDO
REMHFWLYHVLVDQHFHVVDU\FRQGLWLRQIRUWKHJRDOVRIWKHSXEOLFVHUYLFHWREHFOHDUO\VHW








WKLVLVFRQVLVWHQWZLWKWKHµQHZ$36&¶SURSRVHGE\WKHAhead  of  the  gameUHSRUW200
$QRWKHUPHDQVRI IRFXVVLQJ$36DFWLYLWLHVRQRXWFRPHV LV LQFUHDVHG
GLUHFW FRQWDFWZLWK WKH SXEOLF E\ HQJDJLQJ FLWL]HQV LQ WKH SURYLVLRQ
RIVHUYLFHV7KLVNLQGRIFOLHQWGLUHFWHGDSSURDFKJLYHVFLWL]HQVPRUH
LQYROYHPHQW DQG WKHUHIRUH OLNHO\ D ELJJHU VD\ LQ WKH GHOLYHU\ RI
VHUYLFHV*UHDWHUFRQWDFWZLWKFLWL]HQVLVOLNHO\WRKHOSSXEOLFVHUYDQWVWR
DFKLHYHDGHHSHUXQGHUVWDQGLQJRIWKHLUJRDOV&OLHQWGLUHFWHGV\VWHPV
FDQ WDNH D QXPEHU RI IRUPV *RRG H[DPSOHV DUH LQLWLDWLYHV WHUPHG
µFRSURGXFWLRQ¶ $ QXPEHU RI VXFFHVVIXO FRSURGXFWLRQ LQLWLDWLYHV
KDYHEHHQFDUULHGRXW LQ WKH8.VXFKDV WKH&UR\GRQ6HUYLFH8VHUV
1HWZRUN6812017KLV LVDVXSSRUWQHWZRUNLQYROYLQJDSDUWQHUVKLS
EHWZHHQSHRSOHZLWK ORQJVWDQGLQJEHKDYLRXUDORUHPRWLRQDO LVVXHV
DQGSV\FKLDWULF SURIHVVLRQDOV ,W GUDZV WRJHWKHUSHRSOHZLWK VLPLODU
H[SHULHQFHV ZKR FDQ KHOS HDFK RWKHU DV LQGLYLGXDO FULVHV RFFXU
*URXSV DUH FRUXQ E\ D SURIHVVLRQDO DQG D IRUPHUPHPEHU RI 681
ZLWK OLYHG H[SHULHQFHRI SHUVRQDOLW\GLVRUGHU7KH FORVHSDUWQHUVKLS
RI SURIHVVLRQDOV DQG VHUYLFH XVHUV OHDGV WR D PXFK PRUH DFWLYH
UHODWLRQVKLSDQGKDVUHGXFHGXVDJHRIKRVSLWDOVE\PHPEHUV
1HHGIRUDQH[SHULPHQtalist  approach  to  measuring  outcomes
$ FKDOOHQJH IRU WKH GHVLJQ RI V\VWHPV WR HQVXUH RUJDQLVDWLRQDO JRDOV DUH PHW LV WKDW WKH
PHDVXUHPHQWRIZKDW LV LPSRUWDQW WKHRXWFRPHV LVRIWHQGLI¿FXOWDQGQRWDOZD\VSRVVLEOH WR
XQGHUWDNHWRSGRZQRUFHQWUDOO\ZLWKRXWWKHLQSXWRIWKRVHFORVHUWRWKHIURQWOLQHRIRSHUDWLRQV
  it is important that  
employee goals are aligned 
with organisational goals…  
This requires clarity in 
formulating organisational 
goals and clarity in the design 









PHDVXUHV+RZHYHUZKHUH FHQWUDOLVHGPHDVXUHPHQW LV OLNHO\ WR OHDG WR ÀDZHGPHWULFV WKHUH
QHHGV WREHDQ µH[SHULPHQWDOLVW¶ DSSURDFK WRDFFRXQWDELOLW\ WKDWDOORZV IRU WKHSRVVLELOLW\ WKDW
PHWULFVPD\QHHGWREHFRUUHFWHGDQGDGDSWHG
,QDGGLWLRQWR WKHGLI¿FXOWLHVSRVHGE\FUHDWLQJHIIHFWLYHRXWFRPHPHDVXUHV LW LVDOVRSRVVLEOH
IRU FHQWUDOO\ GHWHUPLQHGPHDVXUHV WR EHFRPH FRXQWHUSURGXFWLYH DV WKH ZRUOG FKDQJHV RU DV
NQRZOHGJHJURZV$VLPSOHH[DPSOHLVDVVHVVLQJSROLFHSHUIRUPDQFHE\WKHSHUFHQWDJHRIFULPHV
VROYHG,QWKH1HWKHUODQGVWKLVVWDWLVWLFZDVGHFUHDVLQJVXJJHVWLQJSROLFHSHUIRUPDQFHZDVJHWWLQJ














7KH WHUP µH[SHULPHQWDOLVW¶ LV WDNHQ IURP &KDUOHV 6DEHO¶V GHVFULSWLRQ RI µH[SHULPHQWDOLVW
LQVWLWXWLRQV¶ $ FRPPLWPHQW WR H[SHULPHQWDWLRQ DW DQ LQVWLWXWLRQDO OHYHO QHFHVVDULO\ UHTXLUHV
D OHYHO RI H[SHULPHQWDWLRQDQG LWHUDWLRQ LQPHDVXULQJSHUIRUPDQFHZLWKLQ VXFK LQVWLWXWLRQV203  
([SHULPHQWDOLVW LQVWLWXWLRQVDOORZ IRUGLVFUHWLRQEXW WKHGLVFUHWLRQ LV H[SOLFLWO\DXWKRULVHG ,Q
UHWXUQ WKH IURQWOLQH SURIHVVLRQDO PXVW SURYLGH GHWDLOHG LQIRUPDWLRQ RQ SURJUHVV LQFOXGLQJ
DJDLQVWDJUHHGPHWULFVDQGWKHGLVFUHWLRQDQGPRQLWRULQJLVUHYLHZHGE\SHHUV7KHDSSOLFDWLRQ







6DEHO FRQWUDVWV H[SHULPHQWDOLVW LQVWLWXWLRQV ZLWK RUJDQLVDWLRQV WKDW DUH VLPLODUO\ PDGH XS
RI SXEOLF VHFWRU ZRUNHUV ZKR EHFDXVH RI WKH FRPSOH[LW\ RI WKHLU ZRUN DQG LWV GLVWDQFH IURP
VXSHUYLVLRQURXWLQHO\H[HUFLVHGLVFUHWLRQVWKDWFDQQRWEHUHYLHZHG+RZHYHUVXFKGLVFUHWLRQLV
LQSUDFWLFHH[HUFLVHGZLWKLQDVHWRIWDFLWUXOHVWKDWDUHHPEHGGHGLQRUJDQLVDWLRQDOFXOWXUH7KLV






7KH H[SHULPHQWDOLVW DSSURDFK DFNQRZOHGJHV WKH QHHG IRU LQYHVWPHQW LQ RXWFRPH PHDVXUHV
DQGIRUIURQWOLQHLQYROYHPHQWLQWKHGHYHORSPHQWDQGUHDVVHVVPHQWRIPHDVXUHVWRDYRLGIDOVH







DFWLRQV205 7KLV LV LQ FRQWUDVW WR VLQJOHORRS OHDUQLQJ ZKHUH WKH UHVSRQVH WR XQLQWHQGHG DQG
XQZDQWHGFRQVHTXHQFHVRIDQRUJDQLVDWLRQ¶VDFWLRQVLVWRVHHNQHZVWUDWHJLHVDQGWHFKQLTXHVWR
IXO¿OWKHFXUUHQWQRUPVSROLFLHVDQGREMHFWLYHVUDWKHUWKDQTXHVWLRQLQJWKHP











$VVHVVPHQWV E\PDQDJHUV DUHQHFHVVDULO\ DQ LQWHUSUHWDWLRQ VR VWDII WUXVW LQ WKHLU VXSHUYLVRUV
DQGPDQDJHPHQWJHQHUDOO\LVQHHGHGWRDOORZIXOODQGIUDQNIHHGEDFNWREHJLYHQDQGDFFHSWHG
6LQFHQRWDOORXWFRPHVFDQEHPHDVXUHGWUXVWLQWKHYDOXHVDQGGHGLFDWLRQRISXEOLFVHUYDQWVLV
UHTXLUHG7UXVW LQPDQDJHPHQW LQ WXUQ LQFUHDVHV WKHYDOXH WKDWSXEOLFVHUYDQWVSODFH LQEHLQJ
DQGVWD\LQJLQWKHLURUJDQLVDWLRQ,WLQFUHDVHVWKHFKDQFHRIJHQXLQHSDUWLFLSDWLRQLQSURIHVVLRQDO
DFFRXQWDELOLW\DQGHQFRXUDJHVFRPPLWPHQWWRDUHDVRIZRUNWKDWFDQQRWEHIXOO\PHDVXUHG
7KHUH LV D JUHDWGHDO RI OLWHUDWXUHRQ WUXVW LQRUJDQLVDWLRQV DQG HIIRUWV WR VXSSRUW WUXVWPXVW
GUDZRQDYDLODEOHHYLGHQFH7KLVPHDQVWKDWWKHUHQHHGVWREHFRQWLQXLQJHIIRUWVWRLPSURYHWKH














0XFK RI WKH GLVFXVVLRQ DERYH RQ HQVXULQJ DFFRXQWDELOLW\ LV DSSOLFDEOH WR WKH UHODWLRQVKLS
EHWZHHQPLQLVWHULDORI¿FHVDQGWKHSXEOLFVHUYDQWVWKH\LQWHUDFWZLWK7KLVUHODWLRQVKLSUHTXLUHV
DQHTXLYDOHQWIRFXVRQRXWFRPHVDQGSHUKDSVDJUHDWHULPSHUDWLYHWREXLOGDQGVXSSRUWWUXVW
$UJXDEO\ WKH PRVW FULWLFDO UHODWLRQVKLSV LQ WKH RSHUDWLRQ RI JRYHUQPHQW DUH WKRVH EHWZHHQ




TXHVWLRQ µKDYH \RX IDFHG D FKDOOHQJH LQ EDODQFLQJ WKH QHHG WR EH DSROLWLFDO LPSDUWLDO DQG
SURIHVVLRQDO LQGHDOLQJZLWK0LQLVWHUVDQGRU0LQLVWHUV¶RI¿FHV"¶2117KLVTXHVWLRQKDVQRWEHHQ
DVNHGVLQFHEXWGDWDIURPWKHSUHYLRXVIRXU\HDUVLVDYDLODEOHDQGUDLVHVDFRQFHUQ)LJXUH
 VKRZV WKHSHUFHQWDJH RI WKHSXEOLF VHUYDQWV WKDW KDYH FRQWDFWZLWKPLQLVWHUV¶ RI¿FHVZKR
UHSRUWHGIDFLQJVXFKFKDOOHQJHV














































7KH GDQJHU LV WKDW ZH ULVN IDOOLQJ LQWR µIDOVH HFRQRPLHV¶ ± DFWLRQV WDNHQ
LQ WKHQDPHRIHI¿FLHQF\ WKDW OHDG WRZDVWHDQG LQHI¿FLHQF\HLWKHUZLWKLQ
JRYHUQPHQWRU IRU WKHZLGHU FRPPXQLW\7KHUHDUHDQXPEHURIGLIIHUHQW
IDOVH HFRQRPLHV SRVVLEOH :H FDQ KDYH RXU JRYHUQPHQW VWHS EDFN IURP



















» ,QLWLDWLYHV E\ DJHQF\ KHDGV WR IDFLOLWDWH ERWWRPXS LQQRYDWLRQV VXFK DV WHPSRUDULO\
LPSOHPHQWLQJPRUHSHUPLVVLYHVWDQGDUGV WRFUHDWHDZLQGRZIRUH[SHULPHQWDWLRQZLWK
QHZWHFKQLTXHVE\IURQWOLQHZRUNHUV




FRPELQHG ZLWK PHFKDQLVPV WR FDSWXUH DQG VKDUH LQIRUPDWLRQ RQ LPSOHPHQWLQJ
innovations
6HFRQGO\PXFKPRUHFRXOGEHGRQHZLWKLQ WKHSXEOLF VHUYLFH WRGHYHORSDPRUHHI¿FLHQWDQG
HIIHFWLYH RXWFRPHIRFXVVHG DQG H[SHULPHQWDOLVW DSSURDFK WR DFFRXQWDELOLW\ 7KLV ZRXOG KHOS
HQVXUHRUJDQLVDWLRQDOJRDOVDUHEHLQJPHWDQGFRXOGLQYROYHWKHIROORZLQJLQLWLDWLYHV
 The danger is that  
we risk falling into  
‘false economies’  
– actions taken in the  
name of efficiency that 





























2 &6WRQHBang  for  our  bucks&HQWUHIRU3ROLF\'HYHORSPHQW6\GQH\  
http://cpd.org.au/wp-‐content/uploads/2013/11/CPD-‐OP33-‐Bang-‐for-‐our-‐bucks1.pdf







































































than  the  public  sector’1HZ(FRQRPLFV)RXQGDWLRQ  
http://www.neweconomics.org/blog/entry/mythbusters-‐the-‐private-‐sector-‐is-‐more-‐efficient-‐than-‐the-‐public-‐sector
33 &%RQQRUDQG-&DURWhat  makes  a  good  school?1HZVRXWK6\GQH\S
34 3URGXFWLYLW\&RPPLVVLRQ3XEOLFDQGSULYDWHKRVSLWDOV5HVHDUFK5HSRUW3URGXFWLYLW\
&RPPLVVLRQ&DQEHUUDhttp://www.pc.gov.au/__data/assets/pdf_file/0015/93030/hospitals-‐report.pdf.  
































































64 'HSDUWPHQWRI(PSOR\PHQW:RUNSODFH5HODWLRQVDQG6PDOO%XVLQHVVJob  Network  evaluation  
stage  one:  Implementation  and  market  development'(:56%&DQEHUUDS













71 'HSDUWPHQWRI(GXFDWLRQ(PSOR\PHQWDQG:RUNSODFH5HODWLRQVLabour  market  assistance,  
ORQJWHUPRXWFRPHV$ORQJLWXGLQDOVWXG\RIRXWFRPHVIURPFXVWRPLVHGDVVLVWDQFH:RUNIRUWKH
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